IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

MERCK & CO., | NC ,
: CIVIL ACTI ON
Plaintiff, : NO. 97-CV-4241

V.
MYLAN PHARMACEUTI CALS, | NC.,
Def endant .

MEMORANDUM

EDUARDO C. ROBRENO, J. JANUARY , 2000

This is a notion for attorney fees brought by defendant Myl an
Phar maceuticals, Inc. (“Mylan”) against plaintiff Merck & Co., Inc.
(“Merck”), followng an award of summary judgnent in favor of
def endant and against plaintiff. Mlan alleges that Merck engaged
invexatious or unjustified litigation techniques in order to del ay
FDA approval of Myl an’s generic conpound and i ncrease the burdens
on Mylan. G ven Merck’s alleged dilatory efforts, Mylan contends
that the case should be deened “exceptional” and attorney fees
awar ded, in the amount of approximately $1.5 mllion, inits favor.
For the reasons set forth below, the court will deny the Motion for
Attor ney Fees.
| . BACKGROUND

In the 1980's, Merck began devel opnent of a product intended



to provide a nore effective treatnent of Parkinson’s di sease. The
proposed product involved the controlled rel ease of the two active
i ngredi ents already i nthe market, | evodopa and car bi dopa. Between
1986 and 1989, Merck sought patent approval from the Patent and
Trademark O fice (“PTO), ultimately resulting in the i ssuance of
two patents: the ‘957 patent and the ‘755 patent. '

In February of 1996, M/l an filed an Abbreviated New Drug
Application with the Food and Drug Adm nistration, pursuant to the
Hat ch- Waxman Act?, disclosing a generic formulation. On June 24,
1997, Merck filed a conplaint in this court alleging that Mlan's
generic infringed on bothits ‘755 patent and its ‘957 patent. The
i nstant action ensued.

Approximately three nonths after initiation of the suit, Myl an
filed a notion for summary judgnment of non-infringement with the
court. In lieu of responding, Merck submtted an affidavit,

pursuant to Federal Rule of Givil Procedure 56(f),® seeking to take

1 A nore conplete description of the prosecution history of
these patents is set forth is the court’s opinion granting Mylan’s
notions for summary judgment. Merck & Co., Inc. v. Mylan Pharm,
Inc., 19 F. Supp.2d 334 (E.D. Pa. 1998).

2 The Hatch-Waxman Act, codified in part at 35 U.S.C. 8271,
inter alia, allows nmkers of generic drugs to market generic
versi ons of patented drugs as soon as possi ble after expiration of
the rel evant patents, while providing patent holders with limted
extensions of patent termin order to recover a portion of the
mar ket exclusivity lost during the | engthy process of devel opnent
and FDA review.

3 The text of Federal Rule of G vil Procedure 56(f) reads as
foll ows:
Should it appear from the affidavits of a party
opposing the notion that the party cannot for
reasons stated present by affidavit facts

2



di scovery prior to further summary judgnment briefing. The court
deni ed Myl an’s summary judgnent notion w thout prejudice in order
to permt Merck to engage in additional discovery before filing a
response. On July 8, 1998, MWlan filed a Renewed Mtion for
Summary Judgnent of Noninfringenent on the G ound That the Prior
Art Precludes Infringement under the Doctrine of Equival ents and a
Renewed Motion for Sunmary Judgnment of Noni nfringenent Because of
Prosecution Hi story Estoppel. The court granted both of these

notions in August of 1998, Merck & Co., Inc. v. Mylan Pharm 1Inc.,

19 F. Supp.2d 334 (1998), and the Federal G rcuit subsequently

affirmed the decision. Merck & Co., Inc. v. Mylan Pharm, Inc.,

190 F.3d 1335 (Fed. Gir. 1999).

Myl an now seeks an award of attorney fees and costs incurred
in connection with litigation of this suit against Merck. In
particular, Mylan clains that Merck asserted frivol ous cl ains and
m sused the discovery process in order to stonewall Mlan's
devel opnent of its case. Merck counters that its conduct sinply
was not “exceptional” for purposes of an award of attorney fees
under 35 U.S.C. § 285 (1984).

1. DI SCUSSI ON
Section 285 of Title 35 of the United States Code governs the

al lotment of attorney fees in patent cases as follows: “[t] he court

essential to justify the party’ s opposition, the

court may refuse the application for judgnent or

may order a continuance to permt affidavits to be

obt ai ned or depositions to be taken or discovery

to be had or may make such other order as is just.
Fed. R GCv. P. 56(f).



in exceptional cases nay award reasonable attorney fees to the
prevailing party.” 35 U.S.C. § 285.* “Attorney fees are not to be
routinely assessed against alosing party inlitigationinorder to
avoid penalizing a party ‘for nerely defending or prosecuting a

lawsuit.’" Revlon, Inc. v. Carson Products Co., 803 F.2d 676, 679

(Fed. Cir. 1986), cert. denied, 479 U S. 1018 (1986) (quotations

omtted). Indeed, the Federal Circuit has held that a “prevailing
all eged infringer should be awarded attorney fees only when it

woul d be unjust not to nmake such an award.” Rohm and Haas Co. V.

Crystal Chem Co., 736 F.2d 688, 692 (Fed. Cr. 1984). The

determ nation nust be made in light of the totality of the

Ci rcunst ances, Eltech Sys. Corp. v. PPG Indus., Inc., 903 F.2d

805, 811 (Fed. G r. 1990), and party seeking the award bears the
burden of proving facts which establish the exceptional character

of the case by clear and convincing evidence. Machinery Corp. of

Anerica v. Qullfiber, 774 F.2d 467, 471 (Fed. Cr. 1985).

“A finding of such ‘exceptional’ circunstances does not,

however, mandate an award of attorney fees.” Reactive Metals and

Alloys Corp. v. ESM 1Inc., 769 F.2d 1578, 1582 (Fed. Cir. 1985).

The actual award falls within the discretion of the district judge.

O thopedic Equi pnent Co. v. Al Othopedic Appliances, 707 F.2d

4 The award of attorney fees to a prevailing party under 35
US C 8 285 is a matter unique to patent |law and thus, Federa
Circuit precedent controls. Pharmacia & Upjohn Co. v. Mlan
Phar maceuticals Inc., 182 F.3d 1356, 1359 (Fed. Cir. 1999); see
also Mars, Incorporated v. N ppon Conl ux Kabushi ki - Kai sha, 24 F. 3d
1368, 1371 (Fed. Cir.1994) (when a case i nvol ves substantive i ssues
within the exclusive jurisdiction of the Federal Crcuit, the | aw
of the Federal G rcuit governs).
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1376, 1384 (Fed. GCr. 1983). Fi ndi ngs of exceptional cases
resulting in the award of attorney fees have turned on severa

considerations: wllful or intentional infringenent, inequitable
conduct before the Patent and Trademark O fice, vexatious or
unjustified litigation, or other msfeasant behavior. Miltiform

Desiccants, Inc. v. Medzam Ltd., 133 F. 3d 1473, 1481-1482 (Fed.

Cir. 1998); see al so Beckman Instrunents, Inc. v. LKB Produkter AB,

892 F.2d 1547, 1551 (Fed. Cr. 1989) (court nmust consider
m sconduct during litigation, wllful infringenment, or inequitable
conduct when determ ning whether a case is exceptional).

In the case at bar, Mylan sets forth seven different grounds
which it alleges support an award of attorney fees:

1. Resi sting Myl an’ s non-i nf ri ngenent summary
judgment notion by representing to the court a
need for discovery despite the fact that Merck
already had in its possession all the material to
respond to that notion.

2. Taki ng needl ess, expensive discovery to keep the
litigation going in order to benefit from the
statutory stay of Mylan’s FDA approval ;

3. Stonewalling Mylan’s efforts to streamline this
litigation by seeking discovery regarding the
Purepac litigation involving the same patents and
i ssues;

4, Stonewal ling Mylan’s efforts to seek di scovery of
Merck’ s prosecution of the foreign counterpart
patents to show that Merck was m sleading the
court with positions contrary to its overseas
representations on key claimconstruction issues;

5. Stonewal ling Mylan’s efforts to obtain Merck’s
cruci al Sinenet CR project notebooks;

6. Stonewal Iing all discovery on whether Merck had a
good faith basis to bring the suit.



7. Alleging in the conplaint that it was entitled to
relief that is expressly prohibited by statute.

Myl an Pharmaceutical’s Menorandum in Support of Its Mtion for
Attorney Fees Pursuant to 35 U.S.C. 8 285 (“Mylan Brief”), at pp.
2-3. Considered as a whol e, these clains challenge three areas of
Merck’s conduct: (a) Merck’s use of the discovery process to take
needl ess di scovery and delay the case (grounds 1-2); (b) Merck’s
continued efforts to stonewall Myl an’s di scovery (grounds 3-6); and
(c) Merck’s alleged frivolous pleading of a ground for relief
(ground 7). None of the alleged conduct, however, crosses the
threshold into the real mof exceptional circunstances.

A. Vexati ous Di scovery by Merck

Mylan’s first contention focuses on Merck’s Rule 56(f)
af fi davit and subsequent service of significant di scovery on Wl an.
Myl an specifically argues that, at the tinme it filed its sunmary
j udgnment notion, Merck had all of the information inits possession
necessary to respond to the notion. Stated another way, according
to Merck, the Rule 56(f) affidavit was not hing nore than an attenpt
to delay the resolution of the case.

The court disagrees. Merck’s request for discovery prior to
respondi ng to Mylan’s summary judgnent notion was fully briefed by
both parties and thoroughly considered by the court. Indeed, in
denyi ng the summary judgnment notion w thout prejudice, the court
recogni zed that “[a]t the present tinme, dispositive notions are
premature. Due to the technical nature of this action, the record

relating to the scientific data and technol ogy involved in the



respective products of Merck and Myl an nust be further devel oped.”

Merck & Co. v. Mylan Pharmaceuticals, Inc., No. 97-4241, Order

dated February 20, 1998 (Docket No. 78). As Mylan’s sumary
j udgnent notion was filed prior to the taking of any di scovery, the
parties and the court did not have the benefit of such additional
i nformation. The subsequent di scovery served to educate, not only
Mer ck, but the court on the rel evant and conpl ex facts. Whether or
not this discovery was ultimately cited by either the parties or
the court is inmaterial, as it was relevant, see Fed. R Gv. P
26(b) (1), and it served a valuable role in devel opi ng and refining
both parties’ positions.® Further, although the court ultimately
ordered summary judgnent in favor of Mlan, the case was not
outconme-certain and Merck’s argunents were not so unsubstanti at ed
or frivolous to inmedi ately stignmatize any attenpt at di scovery as
“exceptional.” A “colorable, albeit weak argunent that was not

raised in bad faith by the |l osing party” does not justify the award

of fees. TVI Energy Corp. v. Bl ane, 806 F.2d 1057, 1061 (Fed. Cr.
1986) .

Mor eover, the conduct of the litigants nust be juxtaposed

against the high stakes involved in this dispute. This case
concerned a claim undoubtedly worth mllions of dollars on an
inportant and profitable patent. Indeed, it is far from

5 Tel lingly, Mylan adopts contrary positions. It contends

that any discovery was unnecessary and wasteful since the case
coul d have been decided on the information avail able at the start
of the case. Yet, it engaged in substantial and | engthy di scovery
itself and, as discussed below, now conplains that Merck was
uncooperative in giving Mylan “crucial” information.
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unreasonabl e that a party to such afinancially significant | awsuit
woul d want to explore multiple theories of recovery and defense and
engage in the discovery necessary to support these theories. To
hold otherwi se would discourage any plaintiff with a genuine
infringenment claimfrompursuing its case in the face of an early
summary judgnent notion. Such good faith persistence cannot be
deenmed to constitute “exceptional” behavior.

B. Merck’s Responses to Mylan's Di scovery

Mylan’s second contention turns on Merck's alleged
“stonewal | i ng” of Mylan’s discovery and other simlar litigation
tactics. Wiile vexatious litigation tactics alone can act as a
basis for an award of attorney fees, “[t]he noving party nust nake

a strong showi ng of w ongdoi ng when asking the court to base its

award of attorney feesonlitigation m sconduct.” Gaco Children’s

Products, Inc. v. Century Products Co., Inc., No. CGv. A 93-6710,

1996 W. 421966, *30 (E.D. Pa. July 23, 1996) (citing Beckman, 892
F.2d at 1551. When the all eged m sconduct relates to the di scovery
process, the cases have general ly disallowed attorney fees absent
a serious breach, such as di shonest responses or failure to conply

W th discovery orders. See, e.qg., Wite Consol. Indus., Inc. v.

Vega Servo-Control, lInc., 713 F.2d 788, 791 (Fed. Cr. 1983)

(patent hol der’s m sconduct during di scovery did not warrant award

of attorney fees to alleged infringer); Arbrook, Inc. v. Anerican

Hosp. Supply Corp., 645 F.2d 273, 279 (5th Gir. 1981) (“we reject

the contention that the plaintiffs’ alleged inproper conduct during

di scovery supports a fee award. Assum ng such i nproprieties took
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pl ace, the proper renedy lies under Fed. R Civ. P. 37 and not

under § 285.7); cf Hughes v. Novi Anerican, Inc., 724 F.2d 122, 125

(Fed. Cir. 1984) (mmintaining an infringenent action despite
know edge that the patent is invalid, together with giving fal se
responses tointerrogatories justifies an award of attorney fees).

None of Mylan’s cl ains reach the point of vexatiousness. The
normal course of conplex commercial litigation demands that
attorneys object to the production of docunents which, in their
judgnent, are privileged, proprietary or sinply irrelevant to the
di spute. The conduct alleged by Mylan as grounds for its notion
was not so outrageous, out of the minstream of nodern-day
l[itigation techniques or disproportionate to the size and
conplexity of the case as to warrant an award of attorney fees.
There is no all egation that Merck filed fal se di scovery responses,
i nproperly conceal ed di scoverable information or failed to conply
Wi th discovery orders. Certainly Merck, |like Mlan, my have
advanced positions with which the court ultimtely disagreed, but
Merck’s litigation positions inthe course of di scovery, consi dered
either individually or as a whol e, evidence no intent to prol ong or

del ay the case.® Because Merck’s al |l eged di scovery ni ssteps do not

6 Both parties cite to the court’s order of April 15, 1998,
in which the court stated as follows: “Ioln two separate
occasions, the parties have presented to the court conplicated
di scovery i ssues, only to have these i ssues di sappear on the eve of
a schedul ed hearing. The court cautions the parties against filing
addi ti onal discovery notions without first exhausting all avenues
of resolution [inter se].” This note was neant as a caution to
both parties against either filing premature notions or avoiding
the production of information in discovery until faced with court

9



i ncl ude unethical, vexatious or dishonest tactics, they do not
warrant an award of attorney’s fees.

C. Merck’s All eged Frivolous aimfor Relief

M/l an’ s final argunent asserts that, because Merck i ncluded in
its prayer clause a request for alternative relief for Mylan to
di scl ose previously-undi sclosed information to the FDA -- a claim
for which Merck had allegedly no |legal basis -- this case is
7

“exceptional” for purposes of an award of attorney fees.

I n Beckman | nstrunents, 892 F. 2d at 1551, the Federal Circuit

noted that “the nere fact that an issue was pleaded and then
dropped prior to trial does not in itself establish vexatious
[itigation.” Al though the court in that matter affirned the
district court’s award of attorney fees on the basis of a generally
vexatious litigation strategy, it noted that dropping a claimor
asserting a basel ess defense was a “sonewhat tenuous” ground for

deem ng a case “exceptional.” 1d.; see also Pharnmacia & Upjohn v.

M/l an Phar maceuticals, 182 F. 3d 1356, 1361 (Fed. Cr. 1999) (absent

sone show ng of vexatiousness, “an inprovident allegation of
wi || ful ness or resistance to the inposition of collateral estoppel
[ does not] automatically warrant[] an award of attorney fees.”).

In the case at bar, Merck’s inclusion of a request for

i ntervention. It was not neant to convey the court’s views on
either party's particular behavior at the tine.

! This alternate form of relief requested as follows:
“Alternatively, that Mylan be required to disclose to the FDA any
information which it has not previously disclosed relevant to the
FDA's consideration of whether Mylan’s generic copy is in fact
bi oequi val ent to SI NEMET® CR "~
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alternate relief in the prayer clause of its conplaint falls far
short of neeting the clear and convincing evidence standard
necessary to support an award of attorneys fees. Despite bearing
t he burden of doing so, Mylan has failed to denonstrate that Merck
i ncl uded and pursued this alternate formof relief for vexatious
pur poses. Moreover, no discovery was taken on the i ssue and Myl an
has not denonstrated that it expended any noney defendi ng agai nst
this claim Nor did Myl an attack, during the course of |itigation,
this alternate formof relief which it now finds so distasteful.
As such, the court declines to deemthis case “exceptional” purely
on the basis of this claim
1. CONCLUSI ON

In sum the evidence put forth by M/l an does not neet the
cl ear and convi nci ng st andard of outrageous or excepti onal behavi or
which warrants an award of attorney fees. Merck’ s infringenent
claim al beit erroneous, was not baseless. |Its course of conduct
in pursuing the claim was neither vexatious, unusual nor
di sproportionate to the rather high stakes invol ved. Finally,
Merck’s alternate form of relief, whether neritorious or not,
cannot al one support an award of one and a half mllion dollars in

attorney fees,® especially when the claim was never pursued by

8 Even if the court were to find that this was an excepti onal
case, the attorney fees clained are excessively di sproportionate to
the alleged m sconduct. Any fee award to a defendant in an
infringenment action based on bad faith and litigation m sconduct
must, in sone way, be related to the all eged m sconduct. Beckman,
892 F.2d at 1553. Myl an’ s counsel has not even item zed the
services rendered to its client, |let alone denonstrated that the

11



either party. As such, Mylan’s notion for attorney fees is denied
inits entirety.?®

An appropriate order follows.

extraordi nary amount of these clained fees are related to Merck’s
actions.

o “W are not satisfied to be right, unless we can prove
others to be quite wong.” WIIliam Hazlitt, Note-Books, p. 236
(1856) .
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IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

MERCK & CO., | NC ,
: CIVIL ACTI ON
Plaintiff, : NO. 97-CV-4241

V.
MYLAN PHARMACEUTI CALS, | NC.,
Def endant .

ORDER
AND NOW to wit, this day of January, 2000, upon
consideration of the Mdttion for Attorney Fees of Defendant Ml an
Phar maceuticals, Inc.’s, and the Response of Plaintiff Merck & Co.,
Inc., it is hereby ORDERED that the Mdtion is denied in its
entirety.
It is so ORDERED.

BY THE COURT:

EDUARDO C. ROBRENG, J.



